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ANNCR: 

THERE IS CONSENSUS AMONG OBSFRVERS OF U.S. BUSINESS THAT 
INCREASED CAPITAL SPENDING FOR PLANT AND EQUIPMFNT WOULD HELP 
ENSURE CONTINUED NATIONAL ECONOMIC GROWTH, VOA BUSINESS AND 
ECONOMICS EDITOR FRANK FEINBFRG HAS THIS BACKGROUND REPORT 
ON THE CURRENT STATUS OF SPENDING: 

VOICE: 

THE CARTER ADMINISTRATION IS HOPFFUL THAT A SUSTAINFD RISF 
IN CAPITAL SPENDING--FOR IMPROVFMENT AND EXPANSION OF BUSINESS 
FACILITIES--WILL BOLSTER THF U.S, FCONOMY IN 1979. CAPITAL 
SPENDING THIS YFAR BY U.S. BUSINESS WILL TOTAL AN ESTIMATED ONE- 
HUNDRED-FIFTY-FIVE THOUSAND MILLION DOLLARS. BUT ALTHOUGH 
CAPITAL SPENDING INCREASED OVER 1977 -- UP ABOUT SFVFN PERCENT 
AFTER INFLATION IS CALCULATED-- THE POTENTIAL IS MUCH LARGER, 
THE FIVE-HUNDRED LARGEST U.S. INDUSTRIFS ALONF NOW COLLECTIVELY 
POSSESS A CASH ACCUMULATION ESTIMATED AT EIGHTY-THOUSAND MILLION 
DOLLARS. 

CURRENTLY MUCH OF THIS MONFY IS INVESTED IN SHORT-TERM U.S. 
TREASURY CERTIFICATES AND COMMERCIAL BANK NOTES. BUT THIS 
SAMF MONEY IS THE POTENTIAL SOURCF FOR A VERITABLE BOOM IN 
CAPITAL SPENDING, AND ITS ACCOMPANYING STRONG STIMULANT EFFECT 
ON OVERALL INDUSTRY AND COMMERCF. THF CHALLENGE IS TO CONVINCE 
THE AMERICAN BUSINESS COMMUNITY TO MAKF MORE OUTLAYS FOR 


CAPITAL SPENDING, 
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PRESIDENT CARTER, TREASURY SECRETARY MICHAFL BLUMENTHAL 
AND OTHERS IN THE ADMINISTRATION HAVE TALKFD WITH MANY INDUSTRY 
HEADS DURING THE YEAR. AND THESF CONTACTS ARE CREDITED WITH 
INDUCING SOME COMMITMENTS FOR BUSINESS SPENDING. HOWFVER, THE 
PACE OF SUCH INVESTMENT HAS RFMAINED RELATIVELY SLUGGISH. 

THE CONSENSUS AMONG OBSFRVERS IS THAT BUSINESS SEFKS MORE 
ASSURANCE IN BOTH THF U.S. AND INTERNATIONAL ECONOMIC OUTLOOK 
BEFORE COMMITTING MONEY FASTER ON NFW PLANT AND EQUIPMENT. 
BUSINESS EVIDENTLY HAS BFEN CONCERNED AS TO WHFTHER MAJOR 
INVESTMENTS IN CAPITAL SPENDING WOULD YIFLD DESIRED RATES OF 
RETURN OVER LENGTHY PERIODS, ALSO, THFRF HAVF BEEN UNCERTAINTIES 
OVER HOW MUCH MONEY INDUSTRY WOULD NEED TO COMPLY WITH GOVERNMENT 
POLLUTION-CONTROL LEGISLATION, AND CORPORATE FXFCUTIVES HAVE 
WAITED TO SEE THE SPECIFIC TAX PROGRAM ENACTED BY THF CONGRESS, 
THEY WOULD LIKE MORE TAX CREDITS. 

YET DESPITE THESF FACTORS THAT TENDED TO INHIBIT CAPITAL 
SPENDING, THERE NOW ARE SOME ENCOURAGING FACTORS. PERHAPS 
THE MOST IMPORTANT IS THAT U.S. MANUFACTURING FACILITIES 
OVERALL, ARE OPERATING AT A VERY HIGH CAPACITY UTILIZATION-- 
ABOVE EIGHTY-FIVE PERCENT. SOMF INDUSTRIFS ARF LIKFLY TO NEED 
EXTRA CAPACITY SOON, THESE INCLUDE, FOR EXAMPLE, THE BOFING 
COMPANY, WHICH IS BEGINNING TO BUILD AN ENTIRE NEW LINE OF 
ADVANCED AIRCRAFT, OIL COMPANIFS ARF SFT TO USF CASH RESERVES 
IN EXPLORATION AND DEVELOPMENT OF NEW ENERGY SOURCES. AND OTHER 
INDUSTRIES WILL SPEND MONFY TO IMPROVE PRODUCTIVITY--IN ORDER 
TO STRENGTHEN THEIR COMPETITIVE POSITION N BOTH DOMESTIC AND 


WORLD MARKETS, 
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